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OPEN MEETING AGENDA ITE 

BEFORE THE ARIZONA CORPORATI01 

rl COMMISSIONERS -l./ p !? ! i  

BOB STUMP, Chairman SEP 4 2014 
GARY PIERCE 
BRENDA BURNS 
BOB BURNS 
SUSAN BITTER SMITH 

IN THE MATTER OF THE APPLICATION OF 
ARIZONA-AMERICAN WATER COMPANY, ) 
AN ARIZONA CORPORATION, FOR A 1 
DETERMINATION OF THE CURRENT FAIR 
VALUE OF ITS UTILITY PLANT AND 1 
PROPERTY AND FOR INCREASES IN ITS ) 
RATES AND CHARGES BASED THEREON 
FOR UTILITY SERVICE BY ITS ANTHEM ) 
WATER DISTRICT AND ITS SUN CITY ) 
WATER DISTRICT. ) 

) DOCKET NO. W-01303A-09-0343 

) 

) 

IN THE MATTER OF THE APPLICATION OF 

AN ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE CURRENT FAIR 
VALUE OF ITS UTILITY PLANT AND 
PROPERTY AND FOR INCREASES IN ITS 
RATES AND CHARGES BASED THEREON 
FOR UTILITY SERVICE BY ITS 
ANTHEM/AGUA FRIA WASTEWATER 
DISTRICT, ITS SUN CITY WASTEWATER 
DISTRICT AND ITS SUN CITY WEST 
WASTEWATER DISTRICT. 

ARIZONA-AMERICAN WATER COMPANY, 

i 

) 
) 
1 

) DOCKET NO. SW-01303A-09-0343 

) ANTHEM COMMUNITY COUNCIL’S 
) REPLY TO EPCOR’S RESPONSE TO 
) ANTHEM’S MOTION TO STAY 
) PROCEEDINGS 
) 
1 
1 
) 
i 

The Anthem Community Council (“Anthem”), through its undersigned counsel, hereby 

submits its Reply to EPCOR Water Arizona, Inc.’s (“EPCOR’ or the “Company”) August 27, 

2014 Response to Anthem’s Motion to Stay Proceedings (“EPCOR’s Response”) as filed in the 

above-captioned and above-docketed proceedings (“Instant Proceeding”). 

A. Intended Scope and Purpose of Instant Proceeding 

EPCOR’s Response attempts to narrow the scope of the Instant Proceeding in a manner that 

EPCOR’s is both contrary to Decision No. 74588 and the Commission’s articulated intent. 

Response states that “this proceeding only focuses on the three scenarios ordered by the 
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Commission” and recites (i) total consolidation of all EPCOR wastewater districts, (ii) further 

deconsolidation of the Agua Fria Wastewater District, and (iii) reconsolidation of the 

Anthem/Agua Fria Wastewater District as the only scenarios to be considered by the Commission. 

EPCOR is incorrect. 

More specifically, at the Open Meeting held on July 22, 2014, the Commission and Staff 

did not express any interest in limiting the scope of the Instant Proceeding and instead repeatedly 

addressed the need to fully explore all options, both long-term and short-term, to address uneven 

and potentially unreasonable wastewater rates across all EPCOR wastewater districts, including 

districts not included in the Instant Proceeding. To achieve that goal, in addition to the three 

scenarios mentioned by EPCOR, Decision No. 74588 specifically required EPCOR’s response to 

the Agua Fria wastewater customer complaints to include the following: 

Discussion of any EPCOR identified potential alternative options and the 
options’ rate impacts on affected customers. 

Any recent calculations by EPCOR, which have previously identified potential 
alternative options, must be updated and must also add any new calculations if 
the next rate case moves forward as scheduled. 

[Decision No. 74588 at page 9, lines 7-10]. 

To date, EPCOR has entirely ignored the Commission’s mandate to identify any alternative 

options for the Agua Fria customers. Rather, EPCOR’s approach has the effect of “pitting” 

EPCOR’s Anthem and Agua Fria Wastewater customers against one another. Anthem finds this to 

be outrageous. The unhappy customers are EPCOR customers--not Anthem’s. The wastewater 

treatment facilities at issue are owned and operated by EPCOR--not by Anthem. EPCOR makes 

money from the Agua Fria customers--Anthem does not.’ Yet EPCOR has offered nothing in the 

way of a resolution to the EPCOWAgua Fria problem that involves any concession by EPCOR. 

Instead, the Company seeks to limit the investigation of possible options for Agua Fria rate relief 

to two (Le., full consolidation and further deconsolidation) options for which complete and updated 

data is admittedly unavailable, and a third option (i. e., reconsolidation) financed entirely by 

In fact, Anthem wastewater customers currently pay EPCOR for costs attributable to Agua Fria wastewate1 
customers through payment of a significant annual subsidy embedded in the existing rates. 

113041 1 .v2 
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Anthem wastewater customers on a “completely arbitrary”2 basis. If the Instant Proceeding is 

restricted to the three scenarios addressed thus far by EPCOR, the Commission will essentially be 

forced to play regulatory “Spin the Bottle” with Anthem as the only participant kneeling in the 

circle. 

B. Timing of Future Rate Case 

EPCOR’s Response insists that the Company is prohibited from filing a new wastewater 

rate case until after June 30, 2015. This is not true. While the Commission’s current convention 

may result in utilities filing new rate case applications no earlier than six months after the final 

phase in of rates, this practice is not required by statute, and is not necessarily appropriate as a 

regulatory practice in all cases.3 On the contrary, by virtue of the different stay-out provisions 

referenced in the decisions cited in EPCOR’s Response (Le., six months in one case and one year 

in another), it is clear that the Commission recognizes that each rate case is fact specific. More 

notably, the cited decisions demonstrate that when the Commission intends that a filing be made on 

a certain schedule, the Commission expressly orders it. 

For example, in Decision No. 73225, instead of specifying that a system-wide rate case 

filing occur either six months or one year after the final phase in of deconsolidated rates, the 

Commission ordered the filing to be made “as soon as possible.” In so doing, the Commission 

intended rate relief for the Anthem ratepayers to be immediate. In addition, it knew that solutions 

for the resulting effects of deconsolidation would need to be expeditiously pursued on behalf of the 

Agua Fria ratepayers. Accordingly, the Commission stated: 

In order to address the issue of deconsolidation/consolidation in the most 
expeditious and fair manner possible, we will require the Company to make the 
system-wide rate filing as ordered by Decision No. 72047 that includes all of the 
affected districts, including the Sun City West Wastewater district, as soon as 
possible, so that all affected parties will receive notice of, and will have a full 
opportunity to address, all the issues affecting the Company’s revenue 

In Decision No. 73227, the Commission recognized that the continued consolidation of the Anthem/Agua Fria 
Wastewater District would be “completely arbitrary” and accordingly ordered deconsolidation. 

Incidentally, if rate cases cannot be brought sooner than six months following the full implementation of 
phased-in rates as EPCOR suggests, any interim solution that delays the full implementation of 
deconsolidated rates will also necessarily delay the filing of a future rate case where consolidation could be 
fully considered as a permanent solution to uneven rates across wastewater districts. 

3 
113041 1 . ~ 2  
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requirement, and can make proposals either for or against consolidation or 
deconsolidation for Commission consideration. The required system-wide rate 
filing should include full cost of service studies and other information supporting 
consolidation sufficient for all parties to make their own reasoned proposals either 
for or against consolidation or deconsolidation, consistent with sound ratemaking 
principles. 

[Decision No. 73227 at page 39, line 80-page 40, line 101 [Emphasis added.] 

Therefore, EPCOR’s refusal to make a new rate case filing at the current time effectively 

“stonewalls” the Commission’s prior intent and orders, and continues to deny all stakeholders 

sufficient data to determine the best, fairest, and most reasonable solution for all EPCOR 

ded t fully expl re all pot 

wastewater ratepayers. 

C. Interim Solutions SDonsored bv EPCOR 

If EPCOR is unable or unwilling to provide all data ntial 

solutions for Agua Fria wastewater customers at this time, but the Commission nevertheless desires 

to provide some form of interim rate relief for Agua Fria, the interim solution must be sponsored 

by EPCOR and not borne by Anthem. By way of a simple example, the Commission could order a 

temporary rate freeze or rate reduction for the Agua Fria Wastewater District while allowing fully 

deconsolidated rates to be implemented in the Anthem Wastewater District.4 Any “lost” revenues 

would be carried by EPCOR until full Company-wide consolidation of wastewater districts could 

be achieved. At that time, EPCOR could recover the delayed revenues through the assessment of a 

surcharge for customers located in the Agua Fria Wastewater District. A solution of this nature 

would address a number of potential issues and offer the following benefits: 

1. 

2. 

Agua Fria wastewater customers would experience immediate rate relief. 

The Commission would be honoring the Settlement Agreement subsumed in 

Decision No. 72047 and ratified in Decision No. 73227. In the words of Commissioner Pierce in 

the Open Meeting on July 22,2014: “We really did make a deal with Anthem and we have to find 

a way to honor that.’’ 

Anthem leaves the details of all “potential alternative solutions” to be discussed by the Company as 
required by Decision No. 74588. In that regard, the Company is presumably free to explore other alternate 
scenarios like partial consolidation of the Agua Fria Wastewater District with other EPCOR wastewater 
districts that share wastewater treatment facilities and costs with Agua Fria. 
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3. This approach is consistent with prior Commission decisions that require a “system 

wide rate filing” and “h l l  cost of service studies” prior to consideration of Company-wide 

consolidation and further deconsolidation scenarios. 

4. The Commission could avoid potential legal entanglements related to consolidating 

districts using stale data and different test years. 

5. The Commission would be aligned with both Agua Fria and Anthem consumers 

instead of alienating many if not substantially all of them with inelegant, unpopular, hasty solutions 

(e.g., reconsolidation of the Anthem/Agua Fria Wastewater District or a rate freeze financed by 

Anthem). 

6. To the extent revenue neutrality is desired by the Commission, this approach may 

allow revenue due to EPCOR to be delayed, as to timing of recovery, but not lost. 

8. This scenario “does not expand the scope” of the Instant Proceeding beyond 

wastewater rate design, as requested by the Company in EPCOR’s Response. 

9. This approach would permit “limited testimony, discovery, and legal arguments in 

this matter,” as specifically requested in EPCOR’s Response. The time and expense required of all 

other parties in this Instant Proceeding would be substantially reduced. 

10. Because EPCOR’s recovery would be delayed until Company-wide consolidation of 

wastewater districts could be achieved, EPCOR would be motivated to more quickly and 

efficiently produce all data required to consider consolidation (e.g., file a new system wide rate 

case) and would be more motivated to advocate for consolidation as its preferred outcome. 

11. EPCOR would be in a better position to educate all districts regarding the potential 

benefits of Company-wide consolidation, based on updated data instead of speculation. The 

Commission has previously recognized that successful outreach by the Company is a precondition 

to achieving Company-wide consolidation. 

12. This approach explores a “potential alternative solution” that puts the onus for 

resolution appropriately on EPCOR. Again, the current problem is an EPCOR/Agua Fria problem. 

While Anthem is willing to explore full consolidation as a permanent solution, Anthem should no1 

bear the burden of an interim fix for Agua Fria wastewater customers. 

13. All parties give and get a little bit of what they want but no party gives or gets 

everything. With only reconsolidation of the Anthem/Agua Fria Wastewater District, even on a 
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.emporary or interim basis, EPCOR and Agua Fria customers get everything and give nothing; 

4nthem gives everything and gets nothing. 

Anthem believes that the ultimate resolution of the current Agua Fria problem falls on 

EPCOR and not on the pocketbooks of its Anthem customers. The alternative solution discussed 

ibove is but one possible approach. In this regard, it is now time for EPCOR to step up and 

xovide leadership rather than maintaining its current perceived role as a mere bystander in this 

xoceeding 

CONCLUSION 

For tlle reasons discussed above, Anthem believes tllat the Commission should promptly 

issue an appropriate order, among other things, (i) reconsidering and reversing the Commission’s 

August 22, 2014 deemed denial of Anthem’s August 12, 2014 Motion to Stay Proceedings; (ii) 

xdering a stay of further proceedings in the Instant Proceeding; (iii) directing EPCOR to file a 

system wide rate application and full cost of service studies for its wastewater districts as soon as 

possible; and (iv) providing that any interim rate relief desired for the Agua Fria wastewater 

customers should be borne by EPCOR until further order of the Commission. 

DATED this 5 t h  day of September, 2014. 
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By: 
Roxann S. Gallagher 

Attorneys for Anthem Community Council 
Judith M. Dworkin 
Roxann S. Gallagher 
Sacks Tierney PA 
4250 N. Drinkwater Blvd., 4th Floor 
Scottsdale, Arizona 8525 1-3693 

and 

Lawrence V. Robertson, Jr. 
Of Counsel to Munger Chadwick 
P.O. Box 1448 
Tubac, Arizona 85646-1448 
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locket Control 
Qizona Corporation Commission 
1200 W. Washington Street 
?hoenix, AZ 85007 

of the foregoing mailed or e-mailed 
day of September, 2014, to: 

Dwight D. Nodes, Administrative Law Judge 
Hearing Division 
kizona Corporation Commission 
1200 W. Washington Street 
Phoenix, AZ 85007 

Lyn Farmer, Chief Administrative Law Judge 
Lfarmer@azcc.gov 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, AZ 85007 

Janice M. Alward, Chief Counsel 
J Alward@azcc.gov 
Maureen Scott, Esq. 
MScott@azcc.gov 
Legal Division 
Arizona Corporation Commission 
1200 W. Washington 
Phoenix, AZ 85007-2927 
Steve Olea, Director 
SOlea@azcc.gov 
Utilities Division 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, AZ 85007 

Daniel Pozefsky 
DPozefskv@azruco.gov 
RUCO 
1110 W. Washington St., Suite 220 
Phoenix, AZ 85007 

Greg Patterson, Esq. 
gpatterson3@cox.net 
916 W. Adams, Suite 3 
Phoenix, AZ 85007 
Attorneys for WUAA 
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3radley J. Herrema, Esq. 
3Herrema@bhfs.com 
3rownstein Hyatt Farber Schreck, LLP 
!1 E. Carrillo Street 
$anta Barbara, CA 93101 
lttorneys for Anthem Golf and Country Club 

Vorman D. James, Esq. 
ii ames@fclaw .corn 
lay L. Shapiro, Esq. 
shapiro@fclaw .com 
'atrick Black, Esq. 
>black@fclaw .corn 
7ennemore Craig 
3003 N. Central Avenue, Suite 2600 
?hoenix, AZ 85012 
4ttorneys for DMB White Tank, LLC 

loan S. Burke, Esq. 
i oan@i sburkelaw .com 
Law Office of Joan S. Burke 
1650 N. First Avenue 
Phoenix, AZ 85003 
Attorneys for Mashie, LLC, dba Corte Bella Golf Club 

Dan Neidlinger 
dneid@cox.ne t 
Neidlinger & Associates, Ltd. 
3020 N. 17th Drive 
Phoenix, AZ 85012 

Frederick G. Botha 
23024 N. Giovata Drive 
Sun City West, AZ 85375 

Troy B. Stratman, Esq. 
TS tratman@mackazlaw . com 
Mack Drucker & Watson, P.L.C. 
3200 North Central Avenue, Suite 1200 
Phoenix, Arizona 85012 

Gary Verburg, City Attorney 
pary .verburg@phoenix.gov 
Daniel L. Brown, Assistant City Attorney 
Cythia S. Campbell, Assistant City Attorney 
cythia.campbell@phoenix.gov 
Office of The City Attorney 
200 W. Washington, Suite 1300 
Phoenix, AZ 85003 

Jason Gellman 
One Arizona Center 
400 E. Van Buren, Suite 800 
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Phoenix, AZ 85004 

Michele Van Quathem 
Ryley Carlock & Applewhite 
One North Central 
Suite 1200 
Phoenix, AZ 85004-4417 

Chad Kaffer 
3200 N. Central Ave., Suite 1200 
Phoenix, AZ 85012 

3a ig  & Nancy Plumrner 
17174 W. Saguaro Ln. 
Surprise, Arizona 85388 

Nicholas Mascia 
1600 W. Broadway Rd., 200 
rempe, Arizona 85282 

Mike Albertson 
6634 N. 176th Ave. 
Waddell, Arizona 85355 

Jim Weihman 
17200 W. Bell Rd. 
Surprise, Arizona 85374 

Michael Bailey 
16000 N. Civic Center Plaza 
Surprise, Arizona 85374 

Kevin Chiariello 
16074 W. Christy 
Surprise, Arizona 85379 

Brian O'Neal 
21373 W. Brittle Bush Ln. 
Buckeye, Arizona 85396 

Thomas and Laurie Decatur 
924 Torridon Ct. 
Pickerington, Ohio 43147 

Peggy Rahkola 
17221 N. Citrus 
Surprise, Arizona 85374 

Kenneth Hewitt 
18729 N. Palermo Court 
Surprise, Arizona 85387 

Peter Corpus 
Rochanee Corpus 
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8425 N. 181st Drive 
Waddell, Arizona 85355 

Robert Metli 
2398 E. Camelback Rd., Ste. 240 
Phoenix, Arizona 85016 

Thomas Campbell Michael Hallam 
Lewis Roca Rothgerber, LLP 
201 East Washington Street, Suite 1200 
Phoenix, Arizona 85004 

Tammy Ryan 
200 West Washington, 9th Fl 
Phoenix, Arizona 85003 

Lynn Krupnik 
6720 North Scotttsdale Rd., Ste 261 
Scottsdale, Arizona 85253 

George Turner 
P 0 Box 12560 
Glendale, Arizona 85318 

Craig Marks 
10645 N. Tatum Blvd. 
Suite 200-676 
Phoenix, AZ 85028 

Andrew Miller 
6401 E. Lincoln Drive 
Paradise Valley, AZ 85253 

Scottsdale Citizens for Sustainable Water 
7322 East Cactus Wren Road 
Scottsdale, Arizona 85250-4526 

Phillip Cook 
10122 West Signal Butte Circle 
Sun City, AZ 85373 

Larry Woods 
15141 West Horseman Lane 
Sun City West, AZ 85375 

Larry Woods 
13815 East Camino Del Sol 
Sun City West, AZ 85375 

W.R. Hansen 
12302 West Swallow Drive 
Sun City West, AZ 85375 
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l.0. Box 1267 
'ubac, AZ 85646 

Yilliam Lipscomb 
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hrprise, AZ 85374 

Zoash & Coash 
802 North 7th Street 
'hoenix, AZ 85006 

eanne Stockard 
I742 N. 24th Street, Suite 325 
'hoenix, AZ 85016 

erome Ellison I1 
).O. Box 25466 
rempe, Arizona 85285-5466 

Susan Harr 
13201 N. 35th Ave., Suite B-3 
'hoenix, AZ 85029 

Fared Evenson 
1600 W. Broadway Rd., Suite 200 
rempe, AZ 85282 

]ana Rosenbaum 
?.O. Box 25466 
rempe, AZ 85285-5466 

rimothy Duffy 
Zindy J. Duffy 
19997 N. Half Mood Drive 
Surprise, AZ 85374 

Mike Smith 
15396 N. 83rd Ave., Bldg. B. 
Suite 101 
Peoria, AZ 85381 

Garry Hayes 
1702 E. Highland Avenue 
Suite 204 
Phoenix, AZ 85016 

Jan Garcia 
1600 W. Broadway Rd., Suite 200 
Tempe, AZ 85282 

Jim Oravetz 
1600 W. Broadway Rd., Suite 200 
Tempe, AZ 85282 

11 



, 
* 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Owen Dejanovich 
P.O. Box 72 
Waddell, Arizona 85355 

Stan Mucha 
17300 N. Sun Valley Parkway 
Surprise, Arizona 85374 

William and Erin Parr 
18044 W. Georgia Ct. 
Litchfield Park, AZ 85034 

Sharon Wolcott 
20117 N. Painted Cove Lane 
Surprise, AZ 85387 
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